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demand is inelastic or elastic. The demand for animal
products is generally more elastic than for crops,
.though perhaps less elastic than for fruits, as they are
less essential and have more substitutes. Thus, both
because supply is less variable from year to year,1
and because demand is more elastic, livestock prices
will tend to fluctuate less than crop prices.
Where -the product is one that can be stored from
season to season the variation in annual prices may be
somewhat diminished by storage, just as is the fluc-
tuation in seasonal prices. Thus, take coffee, where a
bumper crop so exhausts the trees that the next crop
certainly, and probably the next two or three crops,
will be small, usually about half the bumper crop. If
the elasticity of consumers' demand is sufficiently low
for price, without storage, to fall in the bumper year
below the price to be expected in the subsequent year
by more than the costs and risks of storage, merchants
or producers will certainly store. As a result, prices
will be higher than they otherwise would be in the
bumper year and lower in the next year, when the
sale of the stored stocks will be added to the sale of
the small amount produced that year,
If the variation in crop yields is sufficiently great,
and consumers' demand sufficiently inelastic, it may
be worth while for the merchants to store a sufficiently
large proportion of the bumper crop to be able to
augment the short crops expected during the next two
or three years and not merely the next year. The
costs of storage, however, which may be about 10 per
cent of the value of the amount stored per year,
increase proportionately to the length of storage.
i See p. 99.